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SEGRET

14 April 1950

MEMORANDUM FOR: D/Pub, ORE

ATTENTION : ur. [ 25x1a

SUBJECT :+ TRequest for Information re Re~exports of
Strategic Commodities from Latin American

REFERENCE :+ Our Case #K-1388
25X1A 25X1A

1. In a recent discussion with Mr. [N lr. -of
this office was informed that various agencies of the govern-
ment are maintaining records on strateglic commodities exported

from the United States to ILatin America and then re-exported
to Europe.

5, This office is particularly interested in information
of this type, and especially that which would indicate the
U.S. shippers, the Latin American consignee and the European
consignee. '

%. Tt has occurred to us that a coxrdinated study of
this type of activity might prove to be of great value not
only to OPC but to other elements of the government. Such
a study might also include information on purchases in
Iatin America made by Russia and the satellites or thelr
front organizations.

4, It is requested that your office explore the
possibilities of ORE's initiating such a study and indicate
to this office the results of such inquiries. '

25X1A 5. Mr. - extension 2710, may be called upon for
' additional information if necessary.

25X1A
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Note: The classification of this nemerendun nust be raised to conform
to the elassification of the draft it covers.

Date 4+ May 1950

MEMORANDUM FOR CHIEF, PUELICATIONS DIVISION

et 1T
SUBJECT:  Transmission of Draft Report S £
ENCLOSURES Re-exportg of Strategic Comnéditles from._LaEn America

g

(3. copion). .

1, Enclosure is forwarded herewith foy review and, if required,
for formal coordination with the departmental intelllgence organi-
zations.

not

2, This draft report hag/ been coordimsted informally with the

organizations checked below:

Yithin CIA: Ouigide CIAs
p/GL D/HO State (OIR)
D/In D/LA Army (ID/GSUSA)
D/Te D/WE Ravy (ONI)
D/ER 2va Air  {aID)
D/FE D/EC Other

D/NE Other

3. Maps and/or Graphics to be incinded in this report and
arrangements completed for their production by the Mep Division or
the Presentation Staff are as followa:i

4o Comments:

25X1A

Dep\l’ﬁy‘ Y7

fconomlicse, ORE
» Divigion
Approved For Release 2000/04/&&5%&&P79T01049A000200020011-2
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SEQREY T

i?f}’*ﬁi, CRE 1 Hey 1880
Zocnonis Uarfare Svanch, B Re
Homaxnorte of Etratesic Cemmoditles from Lotin smerien

Enferenoet remorsodum of 14 Apyil 19BO from zciing Ohief, Intollirenss Suprvord
sthentiont Hr, Leong

i. Thera is 1ittle evidencs of 4raneehlpment or reeexpert of
strnberie ormmeaities from the Unlted Siates to Turere threwh
Latin smerigen countrlies, There Lz deme evidonce of stiempled
transshipnents, Such instances zx Bove come %o the zttention
of this office ores listed in Appendix 1,

2y UF gyester siznificence ot this tine iz the axport T indi~
aenons stretesle meterdsls frow Lotin Amaricsn ccaniriss
insludine notably eopper, laad, :ine, ¥#in, od infustels
G R By

$e  Fith wegsrd %o paragresh 4 of the referenca, the Zaonomie
Yurlfare Bromnch of M 2e Ls of the opinion that 4t ia desir-
sble to ascertain If any studliee sre in procsss, oF are Hice
sosad within the Cevermment, that deal with the sconsmie
sapectes 8f Latin Ameriests position in the €5ld war amd in
= possible future smergency, If moi, this Freugh is of the
opindon thetl such = study sheuld imelude sz mnslyvis of
Latin smericen trade with Fureps, the vossibility of peraliel
sotion in eaxport controls amd of cowordinsted ecconemie vore
Trre mansales in the svent of wr,

e The present export liceunsing procedure, pertiovdarly as ié
nffects shipuents 5o Lotin Amerien, is dissaesed in Sppendix &,
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APPEEBIZ X

&, ‘This repert of transshipments was sade on the busls of the gens:al
satesorien found in the UB 1A aad 1B lists., There ave no reperts of
transshinments in the Tollewling:

Ul esvivmeat

enutraction and convsylng egquipraat

Tlectric powar spra&ratus

Fiberw

Hetal werkinz machinsry

Fragisien iastrusaoats

zubbar xand rabber products

Seientifia esguipment, nrseislen instrum-nts, stc,
Steel mill preducts

svidence svyzilable im the filss of Zcenozle “arfere Branch
#8 to tramssiipsents of atrateglc Ltens vis Latlu Aseries le
indlestad bhelow,

i

i:’,’iu?'{i ‘:‘J:’ 3 S 4 ’:z:..h 3 Y 4 A ,‘_x.“,;,,f P

8. GState Despelcn 9 warsaw, No. 908, dated ZU Decenber 13949,
individurl named Zdzislew Broasky of Argentins reportedly Iis
cslinborotion witn Fellish eperaler Antoml Jaroszewic: rs frans-
shiinmanks, Latter sonuected with atismpis o secure carbom
Litek for shipment vis Rotterdam or Antwery to Cegehoslovelist
tire indusiry.

FURA0OS WTTALS AND PRoDUGTS

I 22tc¢ ¢ June 19:9: Cuillerno irinez Yelasno, &
Bolivisn exile now located in Brazil reported fo bs amagpling
indnstrizl dinpondr to Argentine to be tured over to Soviet

25ﬁﬁgggy far shlpment,

vo. ]I ¢-t-6 24 2pril 19451 Devid Luft reporsedly was pria-
einnl contaet in Chils re atterpte by Polieh legetion (Buenos
sren) officlals to securs altrates, coppor, ete, Thome ctiempts
were spperently unsuccesaful sxcept with respoet $o "newtral®
gountry traneshizzents of conper.

2. 3tnts Dagpatch to Montevideo, Mo, 1968, dnted 6 Bey 1949: COETIREX
af Uragvey hsd pede prelisminary errengexents to dmport grephitc
slectrades trrovgh Hontevides to "IK of Budapest, but were
unsuecaasiul,

d, Htate Despatch A-83, doted 21 July 491 Loecal rumors have been
cirenizting in India to the affect thait the Russizas zre pur-
cheuning mica in Brazil and argeatinn, but inveatigatiosn by U3
enbrualies disclosess ne subatzatisting evidance,

n, PThers is unconfirasd swidence of tremsanipmeat of ladustrial
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dlamonds from this country through Venszuela, but nothing to definitely
substantinte the allagation,

f, Shipments of sopper, lead su! zinc {(imdigenous prodmction) fors so lse

portant ourt of the export Urede of aeveral Latin azerloen cowmtries,
and boecuse of their strotegic significance rre here consldered, IThere
are mumorous reports of shipaspte by Chile wnd Fexlco of copper to
Enatern Europeen destisationn vis wesyern Turopees intermedisries, 4
report doted 17 Heorch 1980 from the Americen ¥mlassy {Ksxico) indlcntes
thet slthowsh Cobre de Hexios aseerie it hes refusad to suppiy sleotro-
igtie copuer vo the Sovie:, the record shows thal culy sodest dlligence
wis sxerted during 1948, Puarthersore, the Mabessy bellevas that Cobre
will mot be zble to impleuent thie slleged policy of non-ssie 30 the
voviet; protaule shipseats in 1950 to Soviet destinstions mey total
5,000 tons as ageinst 1947 deliveriss of 4,600 tons.

be Shaon precizioa mushinery (af the typo desirved by UulR) is not im
great demend in luiin smerics, (developments iu thoss gountriss
reguiring hanvy construsiion eguipmeat, drilling machinery, 2ta.), it
ts not belisved thet there heve bosn tramsshipments in this line,
sartharcure, such shipsents could be eansily detected because of their
inconzracys daturs,

r. State Uesoxich Mo, 1066 dated 12 Des, 18451 An uaverifisd report
emunating from » Usited itsies shlpping cowpeny office indicites the
trepsshiscant of uwsed drilling machinery frum Vemszuela to Triasste
T Austris., Although she sovernmant kesps & close waich oo iaports
sf drilling sachinery, 4% iz uesiible thot second-hrnd dealars slght
export certuisn qusntities,

b, Thers is sn unconfirmed report of sa stbempled purchase in thas Unlted
States of a considersble qusnsity of steel druza to be shipped to
Cursguo, thers $0 bs londed with patrolsum vroducts {usspecified) for
shiposnt 4o nn anscecifisd dessination, presumably Chins, Thare bave
aleo been imdisstions of umawually largzs shipmenis from this Country
of tetra-sthyl lecd to Moxieo wiih the ultimate destiostion unaverified,

g, ¥het thers i» smsll posatibility of truneshiments of jetroleus eguip=
ment iz indleatad hy & statemsnt of the Croole Fatroleua Corporaticsn
to the sffmet thet every vrecrution will be exsyolasd to preciude the
peesibility of the Hoviet orbit witim-taly rasulring excsss 2zulpment
such zs Arill sipe, ri-z, «nd tubing.

KT ey

L
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25X1A  « [ NN :o:-c: :ooocts thet 100 F o6 ¥

25X1A

25X1A

25X1A

25X1A

g-&ﬁﬁﬁ enzines cousigned to Y, Trinldsd, vore re-steneilled
to ¥.0. Pachnorormimsort, koscow, ‘

¥ Aeroving Reclonalas de Colombis, S.ie
(AVIZNCA) hae bDeen purchusing what is belleved an abnormel mumber
of tires capstle of velny uweed on plaues of the Vel type, & nuwbar
of which arve in operstion in curtain coustri:s, There is » presusp-
tion of trunsebipment,

g, Btate Jeagpatch Lo Hern Ho,. 75, dnted 18 Jeun, 19801 FiMa, of PBusnos
miras veportecly engagsd in transsetion wheraby Ozschoslovakils =ill
receive s-engine sadr,. o er  wiil be secon:
gnwet Ackermeonn locatel im Zurich where plenes will be flown for
trongohlpment,

ei_ doved 38 Barch 19491 Unverified report of shipment
from [taly to Buenoz Alres of contraband for eventusl tranoshipament
to Odessa, Jcme desputch indleatss purchsse bty Al¥ert Poris Segal
sad Cowseny (Itellen) of surplus US srmy trucks fronm Iteclisn poverne
‘went Por shipment to Argensias for evesturl shlprent to USSR,

::s_ dated 08 Cet, 19481 purchrme of EO0-I000 surclus truocks
by Fyson Michnels fo., COhlesgo, for shipment to Eritieh Suimes frosm
whenoe they will be shipped to DESR,

B, OState Department Jaily Swwmary, 3 Dec, 1948: It har been reported ihat
the chiof reagsn for Bulsarian foterest in sernding o trods miesiom (o
argentina i3 the hope thet Pulgaris could uss Argsntine ecs a channsl
to obiain UB goods denied export licensesn,

Be TI4 ¥umn dated 16 Rov., 1948: Tungsary is scking a2rrappgessate 4o aet wp

' s parehasing agency in fubs. Sane seno indientes thrt imericun ssammfaetur~
are have Been sasured that Hunpavisn purchases eould bs roubted thromgh
Rellsnd and Belglium, The presumpiion iz that Oubs I4 1o be used for the
SLEG TULLDSE,

<JJI i:te¢ 26 #=v 1949: Isdlestions thot st port of Lo
fuevriors in Venozuel:, freight ie belns tranefarrad diractly fros U2
shi « to foreign veaeals, Presuasbly dihs loxity »f zontrols in this
port peratts such trspeshipsent withont any eustoas control,

It t2 Bolleved that much U2 egulpsent ostensibly destined for Peru is
being re-sxporied, primerily to Itnly. This bBellef substantiated by
fzo% that Prru is lupapable of zbsorbing sconomieslly all the lncoming
paterinl 2nd secsuee the eil-dolinr relztionshis would zot pormits such
s wolume of V8 imvorie.
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Coatact with Commaercial Intslligence Braneir of tae Departuwent of
Sommeroe falls to rsveal sny evidence in that office of substontial
treasshipsents of stratezioc items through lavin Ameriss ¢ the
Suviat Bloe. One flsgrant axeuple, however, was the adtompied
shipmeat of osrbon blesk froa the Usited States wia Hexico te the
Sowiet Bleoc whlch rasulted in the suspeasion of license privilagzey
for wwe sxpoert flrun, This report ls reproduced below:

vhe Journsl of Comaares, 7 ¥Fsbrusnpy 1950
sapert licenzg privileges of o Haxlozn QOORCETLE,
inciuaing their privileges of partioiwatliag in
shipments ae either coasigness or forwsvders, have
veen susiinded for viglatioo of export esatrel reg-
wlatlsga, 1% spnosuneed,

«ftar reviev,..c0th firus vere found to have
bohen part in sn abbewsoted shipmeat of cardan blaek
irom the ¥, 5, 0 Auropean coustries wisthout license
threuwh $ke subterfugs ol sbipping $o Eexice sad
branssadpplag 0 surops, Alexsader H. Jantn, who
gparates s laporiing coupsmy at Haxigo Cisy kaven
wu lwtrivaldors Fxolusiva, AJA., Yoz found to have
purchasad the garbon bisek in Texss, shipped 1% %o
Hoexioev noder exneri declarations faleely asmin,
htasell as dhe uliimsie consignoe, nol then rasgld
it for shipmend to Xarope,

The ausgeasion prevenbs Depon for = peariod of
$ix months frox oelfng 2 party im the exportantiom of
eny oomsodivies sppeariug o the OIT rositive List,

Z31ao dnclnded way Loouvmcle Fernindez, 8L1Ciacass

Refaerence 46 wade to State Circular slrgram of l¢ Jumaary 195G, in
which the Depnrinoats-ol Oommeres and Stnte have sxpressed their
concers ovar the trmxsshtpmeat of varlowne compmoditiecs of U, &,
arigin throwgh Latis sseaviw o countries to Fmstern furope, as wall
mt dirsct export of such aammdmam from Lotin amerion, This
sirgraw reguested ekl B, S, missions in ietin dmerics %o soumont
onl

The possible affectiveuess of,

re wWteinine cooverstion in the Unlted States by imerican Gore
serakions heving subsldlsry compenler in Latin dmerice pro-
‘.m::iag, or expoerting strategic eomuocdities,

e Ubtaising the poatrsl of exports of ssrategle coumoditiss from
intin Aeoricen couwntrlies by suusidlery companiss 97 Aserican
Tiras by meass o dlirset approsch throunn the- Forelzn Service
»ith the swebsidlary company.

Ce  ihe estabiisbment o effeciive parallel export contyols, alther
forsal or infernsl, Uy Letin iseriecnm soantries similer ta thoze
sow soder negotistion with eerieln western ¥ufopens coumbrias,

Approved For Release 2000/04/17 : CIA':.-'IiDP79T01049A000200020011-2
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The soosomis spd pelitical impaet vhich the misslons would foresse
from the imposition of atries limitstive control of copper, lesd, and
zhne Lo Zasters Surops,

The fellowiag replies ln response $0 thies alrgree have now bosn
rageivadl

srgeatian

Fosslvlilities of transshiprent nre ualikely in view of this
country¥s oritiesl dollsr poesition which has remslied in strict
conkrol over imporis, Marthermorve, sil exportsz must be llasused
spd spplicstione are slosoly scrutinized. Hirstegic meterisls pro~
duced in Avgenting sre elthar loeally oonsumed or kept fyom the
world market, aw in the csse of tungstan, Sy high production costs,
Hegotiztion with perent comwpunies in the Jmited States having
subeldiaries in Argentiss would seem the sost effesctive approach to
the prodlem.

Bolivis

HMrect negotiatlon with parent ¢ompany in the Uniied Ststes,
rather than direct approsch to Bolliviean seisidiary, iz bellevsd
the best procedurs. The esteblishument of effsctive sxport contrels
Ly the poverament iz thought lapraetiendble in wiew of the ineffi.
cleney nnd vemslidy of the Zolivien buresucrzoy. Alikongh Bolivian
production of copper, lead and siue repressate a ssall proporiios
of wordd production, sstablishment of markets for thase products
in the United Stotes {expaasion of stockoile purchases) iz believed
sdviasnbla fo secure favorebls Polivien veaction to imposition of
export controls,

Chile

Although tratssnipments are mot significant, the sxport of
poppar, lesd, and zine ave extremely essontisl %o ihe suonomy
of the country, However, since the bulk of the production is
by Y. 3. sabsidieries, sud since Eaotern Turope Lo not sugh zn
inportaat ssrket that & setisfaciory degree of coopwration on -
the psrt of the Chilenn govermmeat could pot be secured, sffestive
sontrol of ths expors of these compoditios is btelleved precticsbile,

Gonte Rios

Sinee no agevricsn corporalions ars kaown to heve subaidlaries
is thie country, the only effectiws apnpronch to the problem of
transehipuent would be ths establishaent of parallel export control.

Googrephicsl ldeatlion, meglipibles Astgstic requiremsnis, =nd irzregulsy

commeree with Furopesn destinstions render improbable the use of
Sozts Hiean zs & transabipment polag,

Approved For Release 2000/04/17 : CIA-RDP79T01049A000200020011-2
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7.

8.

L

10,

iie

12,

3.

%‘D&v

insofer as knows, no $ransshinments hove besn made throash
Guba, sni the embasay believes all Cubsn exports of isdicated
waterials sre o the U. #.

Bomintosn Republie

Thare hop pevs? been any trade of cossspuance between the
Lomimionn Eepubliec and Eavtera Purops, nor does the sountzy
produce sny of the strategle comzoditles in guestion. The
smbnvsy bellavee that conirol through parent compsnisas in th-
¥ 8. vould be the most satisfactory methoed of contral,

Eeusdor,

V. Froposed steps would ve esffective sicee offieials sre in
syspethy with anti-Sueelzn ateps deemed sezential by the U, 4.
goveramens, sithough there is nc indloation that the situntlon
is sspacinlly applicadle to Lcuador,

i1 3alvador
The preduction of strmtegic mizerals im El1 3salvador is
neglizidle, and in 1948, sll went to the U, 5,

funtenslsn

Control through the parent company in the Upited idates is
consldered the best approach. The sstabllishuwent of general ezport
acairele s ot considered advisable unless unity of setion
throughout Lotin dmarioa could be achieved. It ix smphasised that
Guzntemalnr 12 nod s importsat exporter ar iaporier of stnmtegis
magerisls,

Enltl
There iz oo Ytraasshipment of the only strategle materisnl
produagsed in thie territory, samaly, slsal,

Hondures

Foselbillity of transshipmeant throuzh this eountry is doubtfal;
shipnents of oopper, lsad smd zing sither fromw or through Honduras
are negligible. Establishment of geperal export conttols ls not
sdvospted sxcest mpon cuncyets sevidances of prejudieisal shipuents
from Hosdures, ;

Hexieo
frenashipsent from Hexleo to Soviet Hloe desilostions of
atratecic connodities appenrs t0 be meglizivie =% the present tise,

Besragun :
THER wvaai.y aelther proeduces nor exporte coppars lead, or zine.
The sabossy believes thel sk approach through perent compenies ia

- the B, $. would bve the mont sffactive meaans of contrel and thas

conbrols by Eloarague would be indiecctsd only »e sn estrems messare.
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The satessy ie veeware of any corgoratiosn with subsldiaries
in Panswe producisg or exportisg ceommpodisise,

15, Parsgusy
Transehipments through Persguay ers not considered of any
importancs for peogrephigal reasons,

1&, Paru
%o specisl evidence of transshipment svailable st this time;
«pbosey bellevez it would not be d1fficult to securs persllel
axport eontrol if seo dcgim.

17, VYeneszueia
Thera is no evidencve a%t this $ime that strateglec meterials
of the U, 3, are beling diverted froa Venazuels ¢ Zasteran Zurops.

i8, Yruzuay
sgtion through U, 3. gcorporatiocns is belisved ths most effes-
tive sapproach. It is polmted out that thisz country v has an
sffoctive expord eontrol systex sed that trede with Xstern Burops

is negitgible,
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APPENDLE 11  PASSERT #XPORT LICEESING FHODEDURT TOYARD LATIN AMEHICA

1.

£1} eommodities for which a valideted sxvort license is reguirsd

£o sny destinstion are found in whint da koown as the Positive

Liss, TFor ench comnodidy on the Fosltive List the ™szrez of coptrol"
is desi neted ag sithar "2 or *30%, %he ares *R* has basn rele-
fined to include sll deetinations cutsids the Yestern Hemlsphere,
3411 other areas, erxcspt Caandm, falil within the "3 ewtegory. Iletin
ipericen couatries, therefore, are now classsd az "0* destinztions
and ars excludied from controls npplying to "E% destin-tionms,

Far the purpesez of sdminlstering export contral, there hsve been
developsd the la {embargo) list, znd the 15 (gusntitstive comtrol)
list, The area of control for sil commodiiy satsgorise containing
14 ftems s "30% snd $herefors, ilceanses ure reguired on 1A czports
for 511 destlinatlons exoept .nsds, Oontrol is sxercised over
sueh I 1%eus a5 oon bs essily transshipped =2nd 1o non-security
iteas the export of whieh is conirolisd for ressons ¢f short sapply
in the Ynited 3%snise, Tha remsinder of the Fositive Lis%, that s,
15 itema not sasily trensshipesd, require licenses oniy to *:*%
dontinntions,

Y s, g
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